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FEDERAL COMMUNICATIONS COMMISSION

Washington,D.C. 20554

)
Lifeline andLink-Up )

)
WC DocketNo. 03-109

PETITION OF AT&T CORP. FOR LIMITED RECONSIDERATION

Pursuantto theSection1.429oftheCommission’sRules,47 C.F.R.

§ 1.429,AT&T Corp. (“AT&T”) respectfullyrequeststhattheCommissionreconsider

one aspectof its April 29, 2004,Reportand OrderandFurtherNoticeof Proposed

Rulemaking(“April 29 Order”) which modifiedcertainrulesgoverningtheLifeline and

Link-Up low incomesupportmechanisms.’

In its Comments,AT&T askedtheCommissionto modify its rules,which

providefor carriersto becertifiedonceaseligible telecommunicationscarriers(“ETC5”)

for bothLifeline andLink-Up (collectively“Low IncomeSupport”)andHigh Cost

Support,andto provideinsteadfor separatecertificationasanETC for Low Income

Support.2AT&T explainedthatthetwo differentprogramsservedistinctly separate

purposesandthattheconsiderationsrelevantto eligibility for High CostSupport,do not

apply onthesametermsto Low IncomeSupport.3

‘In theMatterofLifeline andLink-Up, WC DocketNo. 03-109,ReportandOrderand
FurtherNoticeof ProposedRulemaking,FCC04-87,releasedApril 29, 2004. A
summaryof theApril 29 Orderwaspublishedin theFederalRegisteron June22, 2004.
See69 Fed.Reg.34590 (June22, 2004).

2 CommentsofAT&T Corp.,Lifeline andLink-Up, WC DocketNo. 03-109,filed

August 18, 2003,at 3. SeeReplyCommentsof AT&T Corp.,Lifeline andLink-Up,

WC DocketNo. 03-109,filed September2, 2003, at2.

~AT&T Commentsat 2-6; seeAT&T Replyat 2-3.
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In its April 29 Order [~J54], theCommissionaddressedthis issueon

somewhatdifferent termsthanon which it hadbeenraisedby AT&T. In the

Commission’swords,it “decline[d] to establishrulesthatwould provideLifeline/Link-

Up supportdirectly to carrierswhoarenotETCs.” In abrief, three-sentencediscussion,

theCommissionstatedthat (i) “such ruleswould be inconsistentwith Section254(e),

which statesthat only ETCsmayreceiveuniversalservicesupport,and(ii) thatextending

Low IncomeSupportto carriersthatdo notmeetall thequalificationsfor an ETC “would

also serveasadisincentivefor othercarriersto complywith theirETCobligations.”4

TheCommissionstatedthatit agreedwith the recommendationoftheJointBoard,which

hadalsoaddressedthe issuein termsof providingfederalsupportto carrierswhohadnot

qualifiedasETCs. TheJoint BoardhadacknowledgedtheauthorityoftheCommission

to extendsupportpaymentsto non-ETCs,butrecommendedtheCommissionnot do soas

apolicy matter.5 Also, it citedconsiderationsof “administrativeconvenienceand

efficiency” in urgingno changein existingprocedures.6

AT&T respectfullyurgesthatuponcloseranalysis,neitherofthereasons

cited by theCommissionjustifies denialofLow IncomeSupportto carrierswhoprovide

Lifeline servicesandit shouldreconsiderthis aspectoftheApril 29 Order andamendits

rulesasAT&T requested.First, it appearstheremayhavebeenamisunderstandingasto

theexactnatureofthereliefAT&T sought. TheOrderconstruesAT&T’s Commentsas

4April 29 Order, ¶ 54.

‘ SeeFederal-StateJoint Boardon UniversalService,CC DocketNo. 96-45,
RecommendedDecision,18 FCCRcd.6589,6617-18[~J61] (2003)(“Recommended
Decision”).
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seekingarule that would allow it to receiveLow IncomeSupportfundswithout first

havingto qualify asanETC. This, theOrderfound,wouldbe inconsistentwith

Section254(e),which specifiesthat “only” ETCs,mayreceiveuniversalservicesupport.

AT&T, however,did notand doesnot seekanexceptionto therequirementsof

Section254(e)or214(e). NordoesAT&T questiontheinclusionof Lifeline serviceas

partofthesupportedservicesrequiredfor ETC designationfor High CostSupportunder

theCommissionsrules. Rather,it soughtto bifurcatethecertificationprocesssothata

carriermaybecertifiedasan ETC solely for thepurposeofreceivingLow Income

Support,without alsohavingto qualify for receiptof High CostSupport.7

As AT&T showedin its Comments,it is in thepublic interestthat federal

Low IncomeSupportbe madeavailableto thebroadestsetofcarriers,sothat those

carriershavean incentiveto markettheirservicesto eligible customers,thereby

increasingtelephonesubscribershipand furtheringtheoverridinggoalofuniversal

service. Thecurrentpracticeof ETC certification,underwhichthereis a single

certification,with thesamesetof requirements,for bothLow IncomeSupportand

High CostSupport,doesnotprovidesuchanincentive. In moststates,competitivelocal

exchangecarriers(“CLECs”), like AT&T, arerequiredby statelaw to provideLifeline

Serviceat below costratesasaconditionto local marketentry. While thestateand

federalLifeline/Link-Up programsdo provideamechanismto compensatecarriersand

~SeeAT&T Commentsat 2, 4; AT&T Replyat 1, 3. In earlier Commentsfiled in a
relatedproceedingAT&T hadurgedthat compliancewith Section2 14(e)shouldnotbe
requiredto receiveLow IncomeSupport. SeeAT&T Comments,Federal-StateJoint
Board onUniversalService,CC DocketNo. 96-45,filed December31, 2001. This may
havegivenriseto themisunderstanding.In this proceeding,however,AT&T did not
seekan exemptionfrom Section214(e),but rather,soughtseparatecertificationfor
Low IncomeSupport.
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keepthemwhole, in implementingtheseprograms,manystatesimposeonerous

conditionsthatshouldnotbe aprerequisitefor eligibility for Low IncomeSupport,but

arerelevantonly to High CostSupport. Becausethereis asinglecertificationprocedure

for both,andcompliancewith stateETC requirementsis oftenso costlythat it providesa

barrierto entry,AT&T (andotherCLECs)oftenprovideLifeline servicewithout

applyingfor ETC certificationbecauseit is less expensiveto absorbthelossoneach

Lifeline customer.This is harmfulnot onlyto local competition,but to thegoalof

increasedsubscribershipbecauseif a carrieris providing serviceata lossto a classof

customers,thereis adisincentive,to marketservicesto thosecustomers.

In meetingits Lifeline obligations,AT&T providesLifeline customers

with thesamebasiclocal serviceasit providesto customerswho pay full, undiscounted

ratesfor thatservice. Low IncomeSupportshouldthusbe providedto all carrierswho

meetthebasicstatutoryrequirementsof Section214(e)(1)oftheAct for ETC

designation,namely,providing Lifeline serviceto incomeeligible subscribers.8Any

additionalstaterequirementsshouldapplyonly asa conditionto receivingETC

designationfor High CostSupport. AT&T urgesthe Commissionto reconsiderits

April 29 Order, andto thefull extentof its authority, encourageorrequirestate

Commissionsto certify all carrierswhocomply with Section214(e)with respectto

Lifeline servicesaseligible to receiveLow IncomeSupport,regardlessofwhetherthey

meettherequirementsfor High CostSupport.9

8 ~ U.S.C. § 214(e).

~ TexasOfficeofPublic Utility Counselv. FCC, 183 F.3d393, 418 (5thCir. 1999),the
Court heldthattheCommissionlackedstatutoryauthorityunderSection214(e)to
imposeon statesanoutright prohibitionagainstplacingadditionaleligibility
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As noted,theCommissioncurrentlyrequirescarriersto be certifiedas

ETCsoncefor bothLow IncomeSupportandHigh CostSupport. Section2 14(e)

requiresETCsto offer andadvertisetheirsupportedservicesthroughoutthe“service

area”asdefinedin Section54.207ofthe Commission’sRules.10TheHigh CostSupport

mechanismsandLow IncomeSupportmechanisms,however,servevery different

purposes.High CostSupportis meantto supportcarriersservinghighcostareaswithout

regardto acustomer’sincomelevel. It is asubstitutefor previousregulatorytechniques

suchasgeographicrateaveragingandimplicit supportfrom accesscharges.” Evenwith

geographicdisaggregationof High CostSupport,therehasstill beenconcernaboutthe

potentialfor acarrierto “cherry-pick,” i.e.,to receivesupportfor servingcustomersin

high costareaswhile actuallyproviding serviceonly in the lowercostportionsof a

servicearea.

Lifeline/Link-Up Support,by contrast,aimsto reducethepriceof

local servicefor low incomeconsumerswho arenot necessarilyin ahighcostareaand,

requirementsoncarrierswho wereotherwiseeligible to receivefederaluniversalservice
support. TheCommission,however,hasindisputableauthorityto make
recommendationsandencouragestatesto adoptpracticesthatpromotethegoalsofthe
Act, includingUniversalService. For example,in its April 29 Order,¶ 52, the
CommissionadoptedtheJointBoard’srecommendationto “encourage”statesto consider
changesin rulesgoverningLifeline serviceto customersdisconnectedfor non-payment
of toll charges.

1047 C.F.R. § 54.207.

“See, e.g.,MAGOrder, 16 FCCRcd. 19613,19625 (2001)(notingthat, “historically,
[accessin high-costareas]hasbeenachievedboththroughexplicit monetarypayments
andimplicit supportflows to enablecarriersto servehigh-costareasatbelowcostrates”
andthat“Congressestablished.. . theprinciple thatthe Commissionshouldcreate
explicit universalservicesupportmechanismsthat will be securein acompetitive
environment”).
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indeed,maybeurbanorrural. Thereis no geographic“cherry-picking” opportunitywith

respectto Low IncomeSupportbecausethesupportis not tied to highcostsof service.

So longasthe low incomecustomerchoosesaparticularcarrier asits serviceprovider

(andthatcarrierprovidestheeligible low incomeconsumerwith ratediscounts

commensuratewith theamountofLow IncomeSupportit would receive),thereis no

reasonto denythat carrierLow IncomeSupporton behalfofthecustomer.Thereis no

possibilityofabuseorregulatorygamesmanshipandno purposeto beservedby denying

compensationto thecarrierto keepit whole.

Thereareanumberof reasonswhy anewentrantmight optout ofseeking

ETC designationfor High CostSupport. First, especiallyin non-ruralservingareas,there

maybe no High CostSupport,or only minimal supportavailable. A carriermayfind that

theadministrativeburdensandexpenseassociatedwith seekingsuchminimal supportare

simplynot justified. Yet, thereis no reasonwhy anentrantthatserveslow income

consumersin thatserviceareashouldbedeniedLow IncomeSupportsimply becauseit

choosesnot to seekHigh CostSupport. This is particularlythecasein thosestates(e.g.,

Minnesota,PennsylvaniaandWisconsin)thatrequireall LECs (whetheror not ETC5)to

providereducedLifeline rates-- meaningthatnon-ETCsmustprovideserviceat lower

ratesto eligible Lifeline customers,but do not receiveLow IncomeSupport. Especially

in suchstates,denyingLow IncomeSupportto competitiveentrants,while grantingsuch

supportto incumbentsby virtue of theirdefaultETC designationis notcompetitively

neutral. Rather,it placestheincumbentatan unfair advantageandrestrictsconsumer
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choiceamongserviceprovidersby failing to ensureseamlesssupportif a low income

consumerelectsto changelocal carriers.12

AT&T thus supportsseparateETC designationsfor theHigh Costand

Low IncomeSupportMechanisms.Insteadof acombinedETC designation,the

Commissionshouldallow receiptof federalLow IncomeSupportwheneveracarrier

agreesto providethesupportedservicesasdefinedby the Commission’srules,see47

C.F.R. § 54.101,or hasqualifiedfor supportunderparallelstateprograms.Thiswould

ensurethatcarrierswilling to providethefederallydefinedservicesbecome,at a

minimum,eligible forfederalLow IncomeSupport.

TheCommission’sandJointBoard’sunderstandableconcernthat carriers

seekingfederalLifeline support“comply with theirETCobligations”,asspecifiedby

47 C.F.R. § 54.101of theCommission’srules, is fully addressedby AT&T’s proposal.’3

To thebestof AT&T’s knowledge,all stateswith theirown separatestateLifeline

programsseekto avail themselvesofadditionalfederalsupportandincorporatethe

FCC’s definition ofthesupportedservicesacarriermustbe willing to provideto be

eligible for stateLow IncomeSupport. Thus,underAT&T’s proposal,carrierswould

haveto continueto meetthesameLifeline serviceobligationsthattheymeetnow. For

this samereason,therewould not be a significantadministrativeburdenif thefederal

ETCdesignation— madeby the statesin mostinstances— conformedto separate

12 To theextentthata CLEC capturesa Lifeline customerfrom theILEC, theILEC, of

course,will no longerreceivetheLow IncomeSupportassociatedwith thatcustomer.
However,that supportdoesnotcurrently “follow thecustomer”to theCLEC under
Section54.307oftheCommission’srules,unlesstheCLEC hasbeendesignatedan ETC.
This asymmetryitself is acompetitivedistortionandprovidesan unwarrantedadvantage
to ILECs.

‘~April 29 Order, ¶ 54;RecommendedDecisionat6617 [~J61].
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eligibility for federalLifeline support. Additionally, if acarriermeetsstateLifeline

carriereligibility criteria,thereis no reasonit shouldnot automaticallyqualify forfederal

Lifeline support.

To theextentsomestateshaveonerouscriteriafor carriersto become

eligible for stateLifeline support,thatshouldnotprecludecertificationforfederal

support. For example,TexasandWestVirginia haveauto-enrollrequirementsfor their

stateLifeline programs.Thecostsfor newentrantsto modify theirsystemssothatthey

canauto-enrollcustomersmaybe cost-prohibitiverelativeto thenumberof Lifeline

customerstheyexpectto serve. And, in Wisconsin,recipientsof stateLifeline funds

mustoffer public interestpayphonesto qualify for support. Even if acarriercannot

comply with thesetypesofstaterequirements,it shouldhavetheright to receivefederal

Low IncomeSupportif it is providingthefederally-definedsupportedservices.

Soundpublic policy stronglycounselsthata carrierenteringlocal

exchangemarkets,whetherin highcostor low costareas,shouldbeeligible to obtain

federalsupportfor low incomeconsumersliving in thoseareas,particularlywhenthe

statehasfoundthecarrierto be eligible for correspondingstatesupport. Carrierswishing

to provideLifeline andLink-Up servicesshouldbe encouragedratherthanstymiedin

theirefforts to obtainuniversalservicesupportso asto maximizethe availabilityofthese

programsandincreasesubscribership.Thereis no soundreasonto continuethecurrent

practice,wherebycarrierswho actuallyprovideLifeline servicesatbelow-costLifeline

ratesdo nothaveapracticalmeansfor obtainingthefederalLow IncomeSupportthatis

intendedto apply in preciselythis situation.
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CONCLUSION

For thereasonsstatedabove,theCommissionshouldreconsiderits

April 29 Order and streamlineits rulesfor receivingfederalLifeline andLink-Up support

asset forth herein.

RespectfullySubmitted,

AT&T Corp.

By: /s/Mart Vaarsi
LeonardJ. Cali
LawrenceJ.Lafaro
JudySello
Mart Vaarsi

Room3A215
OneAT&T Way
Bedminster,NJ 07921
(908)234-6519
(908)532-1281(facsimile)

July21, 2004


